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Kresge head gives *65 outlook nationwide 

Harry B. Cunningham, president of S. S. 
Kresge, in a special nationwide telecast en- 
f *it!ed “Outlook ’65.” summed up retailing 
^pects this year as: “Everything points to 
^s a good year for merchants and con- 
vith total retail spending reaching 
X Cy/y£ *425 billion.” The Kresge head 

^ n .rf^ -Ws in a teletaped 
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S. S. Kresge Company 

A MICHIGAN CORPORATION 







Executive Offices 

2727 Second Avenue 
Detroit, Michigan 48232 

Subsidiaries 

S. S. Kresge Company, Limited 
Toronto, Ontario, Canada 

Holly Stores, Inc. 

New York, New York 

K mart Sporting Goods, Inc. 

Detroit. Michigan 

KG Food Corporation 
Detroit, Michigan 

Transfer Agents 

The National Bank of Detroit 
Detroit, Michigan 

The Chase Manhattan Bank 
New York, New York 

Registrars 

Manufacturers National Bank of Detroit 
Detroit, Michigan 

First National City Bank 
New York, New York 

Annual Meeting 

Third Tuesday of May (May 17, 1966) at 2 p.m. at the Masonic Temple, 

500 Temple Avenue, Detroit, Michigan. It is the intention of the company to solicit 

proxies for use at the Annual Meeting of the company. The proxy 

statement is expected to be mailed to shareholders about the first week of April. 
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LETTER TO OUR SHAREHOLDERS 


Y 


our company produced another record-breaking showing in 1965. Both sales 
and profits exceeded previous highs by significant margins. 


The K mart department-store program continues to be a major factor in 
our current progress. The 34 new K marts opened in 1965 were responsible for a 
substantial portion of last year's sales increase and made an important contribution to 
net earnings in spite of full absorption of all start-up costs as incurred. The most 
gratifying aspect of the K mart program, however, is the continued strong growth 
pattern shown by the 88 stores opened before January 1. 1965. Compound annual sales 
increases, averaging over 20 percent each year, have been produced by our established 
K marts since 1963. The profit improvement rate has been even more dramatic. 


The revitalization of Kresge variety stores continued in 1965 through stepped-up 
promotional activity and the conversion of 28 units to Jupiter discount operations. Two 
new Kresge stores were opened in 1965 and 25 older stores were closed permanently. 

Our unusually heavy conversion and store-closing program resulted in extraordinary 
net losses due to writing off fixed assets and establishing reserves to cover unexpired 
lease obligations for closed stores. These abnormal charges against 1965 income will 
have a favorable effect on future years' comparisons. 


A substantial non-recurring capital gain (approximately 24 cents per share) was 
realized from the sale of the Mt. Clemens Pottery Company last July. 

The pace of our activity is being accelerated in 1966. New store construction will 
reach a new peak—estimated at 45 K marts—with total area of more than 5.000.000 
square feet in the United States and Canada. A similar program is scheduled for 1967. 

Your company is now implementing plans laid several years ago to capitalize on 
current socio-economic, population and family-formation trends which seem certain to 
favor our segment of retailing in the years immediately ahead. 

While we cannot predict with certainty the general climate in which we will be 
operating throughout 1966, there is no uncertainty about the capability and growing 
strength of the Kresge organization. We are particularly pleased by the contribution of 
the men and women in our new subsidiaries. Holly Stores. Inc. and K mart Sporting 
Goods, Inc. The demonstrated competence and dedication of Kresge people every¬ 
where, plus the dependable performance of some 5,000 suppliers, provide a firm basis 
for maintaining the public support responsible for our continued growth. 

Barring extreme dislocations in the national economies of the United States and 
Canada, 1966 sales will exceed one billion dollars with proportionate improvement 
in net earnings. 










1965 


1964 


1965 HIGHLIGHTS . 

Number of Stores*. 

Net Operating Earnings. 

Per Share***. 

Average Number of Shares 
Outstanding. 

Dividends Paid by Company 

in Cash. 

Per Share. 

Employees' Compensation and 

Benefits. 

Per Sales Dollar. 

Depreciation and Amortization 

Provided. 

Per Sales Dollar. 

Capital Expenditures. 


$851,443,163 

$688,776,005 

895 

885 

22,154,214** 

4.00 

17,374,452 

3.16 

5,540,939 

5,500,072 

7,760,810 

1.40 

6,602,049 

1.20 

133,277.545 

15.65% 

114,603,611 

16.64% 

12.925,657 

1.52% 

12.148,804 

1.76% 

17,411,500 

15,967,128 


•Does not include Holly or K mart Sporting Goods. Inc. units 
••Exclusive of non-recurring capital gain of $1,315,418 ($ .24 per share) 
•••Calculation based upon average number of shares outstanding 


























Westland Plaza, 
enclosed mall 
regional center in 
Wayne, Michigan, is 
site of a 42.000 
square-foot Kresge 
unit opened in 
July, 1965. 



1965 FINANCIAL AND OPERATIONS REVIEW 


C onsolidated sales of the Kresge Com¬ 
pany in 1965 rose 23.6 percent to a 
record volume of $851,443,163. Net 
operating profit increased 27.5 per¬ 
cent to $22,154,214, representing $4.00 per 
share compared with $3.16 per share for 1964. 

A non-recurring capital gain of $1,315,418 
(24 cents per share) resulted from our selling the 
net assets of Mt. Clemens Pottery in July. 

Pre-tax net operating margin in 1965 was 
4.83 percent, up slightly from the 4.81 percent 


margin in 1964. 

Net operating earnings of $22,154,214 
represents a return of 10.4 percent on stock¬ 
holders' equity at the beginning of 1965, com¬ 
pared with a return on equity of 8.6 percent 
for 1964. 

AGGRESSIVE PROGRAM 

Continued unabated during 1965 was a 
three-prong program to revitalize and strengthen 
the company: 
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A typical K mart (Detroit. Michigan) is one of 
the 122 discount department stores opened in the 
United States. Canada and Puerto Pico 
in less than four years. 



REVIEW Continued 

1. Rapid expansion of the K mart division- 
34 new stores in the United States and 
Canada, and two acquisitions of former 
licensees; 

2. Twenty-eight new Jupiter openings involv¬ 
ing the conversion of marginal or unprofit¬ 
able Kresge stores; 

3. Stepped-up promotion of the Kresge divi¬ 
sion, reduction of unproductive facilities 
through conversions, sales of owned loca¬ 
tions and subletting of leased properties—25 
permanent store closings. 

Store closings involve abnormal merchan¬ 
dise markdowns, write-off of fixtures and 
improvements, and where owned properties are 
involved, capital losses on the sale of real estate. 
Following the practice established in 1961, the 
company also establishes reserves in the year of 
closing to cover anticipated losses throughout 
the balance of lease terms. As a result of these 
transactions, the charge against 1965 oper¬ 
ations for "losses on disposals" was $2,721,870, 
against $860,318 during 1964. 

NEW STORES AND CONVERSIONS 

The following schedule reflects our growth 
and renewal pattern for 1965: 
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Stores opened. 

2 




Closed permanently. 

2r 


4* 


Closed in 1964—reopened 





in 1965. 

1 
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Converted in 1965. 

19* 


19 


Closed temporarily for 





conversion (to be 





reopened as Jupiters). . 

10* 




Closed temporarily 





because of fire. 

1* 




Net Change. 

48* 

34 

24 
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CO 
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1- 

Stores in operation: 




— 

January 1, 1965. 

722 

88 

75 

885 

December 31. 1965. . . . 

674 

122 

99 

895 

•Reductions 






STRUCTURAL CHANGES 

Principal structural changes in the Kresge 
Company during 1965 involved the sale of the 
Mt. Clemens Pottery Company and acquisition 
of Holly Stores, Inc. and Dunhams Stores Corp. 
Holly Stores, Inc. was acquired on Febru- 
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ary 1, 1965 under an agreement dated in 1964 
for 238,165 shares of Kresge stock, and 
Dunhams Stores Corp. was acquired on 
December 16, 1965 for 19,464 shares of stock. 
Both transactions involved the use of treasury 
shares with no dilution of common stock out¬ 
standing. For accounting purposes these acqui¬ 
sitions were treated as pooling of interests. 

The association with both Holly and Dun¬ 
hams (now K mart Sporting Goods, Inc.) began 
in 1962 when Holly became the main ready-to- 
wear licensee and Dunhams the principal sport¬ 
ing goods licensee in the first K marts. These 
acquisitions added not only profitable subsidi¬ 
aries, but aggressive and skilled management to 
strengthen the thrust program of K mart develop¬ 
ment and expansion. 

Holly Stores, Inc. is operating ready-to- 
wear departments in 89 K marts and two 
Jupiters, 33 ready-to-wear departments in non- 
Kresge-owned department stores, and is operat¬ 
ing a chain of 59 conventional specialty shops. 

K mart Sporting Goods, Inc. is currently 
operating sporting goods departments in 42 
K marts, and may be expected to take over all 
such sporting goods departments within the 
next two years. 

The substantial change in the physical pro¬ 
file of the Kresge Company from the modest 
beginning of the Jupiter program in 1961 is 
indicated by the Summary of Square Feet of 
Selling Area which concludes this report. 


CAPITAL EXPENDITURES 

Capital expenditures in 1 965 of 
$17,411,500, up from $15,967,128 in 1964, 
were financed from internally generated funds, 
with depreciation and amortization contributing 
$12,925,657 to cash flow. 

The company continues to take advantage 
in Canada and the United States of accelerated 
depreciation and guide-line rates for income tax 
purposes. As a result, an additional $1,804,000 
is available due to the increase in deferred U. S. 
and Canadian income tax accounts. 

Working capital increased by $17,377,000 
to $110,739,290 representing 13.01 percent of 
annual sales. 

DIVIDEND CHANGES 

In January. 1965. the Board of Directors 
approved a quarterly dividend rate of 35 cents 
per share, thus raising the annual dividend to 
$1.40 vs. $1.20 for the prior year. 

In January, 1966, the Board of Directors 
adopted a two-for-one stock split, subject to 
approval of stockholders at the Annual Meeting 
in May of a change in the authorized capital to 
20,000,000 shares of $5 par. The Board also 
indicated intention, subject to economic condi¬ 
tions. to increase the quarterly rate to 20 cents 
per share on the split stock, equivalent to 40 
cents per share quarterly on the present $10 
par stock. 


SUMMARY OF SQUARE FEET OF SELLING AREA 



1961 

1962 

1963 

1964 

1965 

Kresge Stores 






United States. 

8.111.759 

8.382.023 

8.548.212 

8.376.115 

8.198.887 

Canada. 

1.041.268 

1.063.552 

1.056.134 

1.108.928 

1.089.303 


9.153.027 

9.445.575 

9.604.346 

9.485,043 

9,288.190 

Jupiter Stores 






United States. 

22.678 

271,179 

325.661 

493.876 

682.950 

Canada. 

— 

23.040 

23.040 

18.482 

18.482 


22,678 

294,219 

348.701 

512,358 

701.432 

K mart Stores* 






United States. 

— 

993.950 

2,710.936 

4.499.817 

6.221.606 

Canada. 

— 

— 

207.577 

421.071 

639,533 


— 

993.950 

2.918.513 

4.920.888 

6.861.139 

Grand Total.... 

9.175.705 

10.733.744 

12,871.560 

14.918.289 

16.850.761 


Exclusive of food supermarket selling space but inclusive of selling space of all other licensed departments 













































OPINION OF INDEPENDENT ACCOUNTANTS 


TO THE STOCKHOLDERS AND 
BOARD OF DIRECTORS 
OF S. S. KRESGE COMPANY 

In our opinion, the accompanying consolidated balance sheet, the related consolidated 
statements of capital in excess of par value, income and income retained for use in the business 
and source and application of funds present fairly the financial position of S. S. Kresge Company 
and its subsidiary companies at December 31. 1965, the results of their operations and the supple¬ 
mentary information on funds for the year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. Our examination of these 
statements was made in accordance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 


February 14, 1966, Detroit, Michigan 


PRICE WATERHOUSE & CO. 







INCOME AND INCOME RETAINED 

CONSOLIDATED STATEMENT OF INCOME 
AND INCOME RETAINED FOR USE IN THE BUSINESS 
FOR THE YEARS ENDED 
DECEMBER 31, 1965 AND 1964 



1965 

1964 

(Restated) 

Sales. 

. $851,443,163 

10.998.277 
423.424 

862.864.864 

634,328.116 

182.879.644 

1.841.020 

2.721.870 

821.770.650 


Income from leased departments. 

Interest income. 

vOOO, / / o,uuo 

8,848.036 

Cost of merchandise sold (including buying and 
occupancy costs). 

UO/.D/U 

698.261.711 

R09 R49 7ftR 

Selling, general and administrative expenses. 

Interest. 

JUO.OHO, / OO 

159,413.829 

1 91ft 979 

Loss on disposals of fixed assets and cancellation 
of leases. 

l,o 1 0,0 / Z 

AGO 9ip 


OUU.O 1 O 

665.136.304 

Estimated income taxes, including deferred income taxes— 

U. S., less investment credit of $863,000 and $655,000, 
respectively. 

41.094.214 

16.366.101 

2.573.899 

18.940.000 

22.154.214 

1.315.418 

33.125.407 

1 9 4ftQ R1 A 

Canadian. 

1 0,403,0 1 H 

9 9R1 ddl 

Income before the following item. 

Gain on sale of net assets of Mt. Clemens Pottery Company, 
less related federal income taxes of $489.000.... 

Z,ZU 1,44 1 

15.750.955 

17.374.452 

Net income for the year. 

23.469.632 

156.614.652 

(7.760.810) 

17,374.452 

146.451.627 

(6.602.049) 

(147.609) 

(371.945) 

(89.824) 

Income retained for use in the business at 

beginning of year. 

Cash dividends paid by company—$1.40 and 

$1.20 a share, respectively. 

Cash dividends paid by Holly prior to merger. 

5% common stock dividend paid by Holly prior to merger at 
approximate market value at date of declaration (including 

cash in lieu of fractional shares). 

Excess of cost of treasury shares over proceeds of sales under 
officers and employees stock option and purchase plans, 
less amount charged to capital in excess of par value. 

Income retained for use in the business at end of year. 

$172,323,474 

$156,614,652 

















































CONSOLIDATED BALANCE SHEET 

DECEMBER 31, 1965 AND 1964 


ASSETS 1965 

CURRENT ASSETS: 

Cash. $ 35.961.483 

Marketable securities, at cost approximating market. 27,963.023 

Accounts receivable, less allowance for possible losses of 

$789,000 and $456,000. respectively. 24.264,550 

Merchandise and materials on hand and in transit, at lower of 

cost (approximate first-in, first-out) or market. 136,186.790 

Operating supplies and prepaid expenses. 3,415,936 

227.791,782 


1964 

(Restated) 

$ 28.038.068 
23.873.529 

15.165.265 

108.265.982 

3.307,439 

178.650,283 


OTHER ASSETS 


2.089.825 


2.285.752 


FIXED ASSETS: 

Land, buildings, furniture and fixtures, at cost 
Less—Depreciation. 


219.662.679 

83,415.440 

136.247.239 

24.802.073 

3,084.111 

164.133.423 

$394,015,030 


214.078.467 

79,115.678 

134.962.789 

26.025.463 

2,882,672 

163,870,924 

$344,806,959 


Leasehold improvements, less amortization 
Construction in progress. 

































S. S. KRESGE COMPANY AND SUBSIDIARIES 


LIABILITIES 1965 

CURRENT LIABILITIES: 

Portion of long term debt due within one year (Note B). $ 1,537.542 

Accounts payable—trade. 71.613,848 

Accrued taxes (other than U. S. and Canadian income taxes). 12.126.245 

Accrued payrolls, expenses and other liabilities. 16.681.850 

U. S. and Canadian income taxes. 15.093.007 

117.052.492 


LONG TERM DEBT (Note B): 

Notes payable. 27.125.000 

Real estate mortgages. 2.281.682 

29.406.682 

Less—Portion due within one year. 1,537,542 

27,869,140 

DEFERRED U. S. AND CANADIAN INCOME TAXES (Note C)_ 19.496,000 


STOCKHOLDERS' EQUITY: 

Common stock (Notes D and F) — 

Authorized 10.000,000 shares at $10 par value 

Issued—5,568.889 and 5.517.872 shares, respectively. 55.688,890 

Capital in excess of par value, statement attached. 1.923.652 

Income retained for use in the business, statement attached 

(Note B). 172,323.474 

229.936.016 

Less—4,627 and 838 shares, respectively, held in treasury, 
at cost. 338.618 


229.597,398 

$394,015,030 


1964 

(Restated) 

$ 1,531,523 

47.315.559 
11.239.703 
14.574.851 
10,626,884 
85.288.520 


28.500.000 

2,438.624 

30.938.624 

1,531,523 

29,407.101 

17.692.000 


55.178.720 

660.691 

156.614,652 

212.454.063 

34.725 

212.419,338 

$344,806,959 












































CONSOLIDATED STATEMENT OF 
CAPITAL IN EXCESS OF PAR VALUE 


1965 


1964 

(Restated) 


Balance at beginning of year. $ 660,691 

Transactions under officers and employees stock option and purchase 


plans (Note D) — 

Excess of proceeds of sales over par value of 51,017 shares of 

common stock. 1,262,858 

Excess of cost of treasury shares over proceeds of sales, less 

amount charged to income retained for use in the business... (6,705) 

Miscellaneous. 6,808 

Capital transactions of Holly prior to merger, including stock dividend 

of $369,775. . 

Balance at end of year. $1,923,652 


$ 66.590 


(149.964) 

744,065 

$660,691 


CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 


1965 


Source of Funds: 

Net income for the year. $23,469,632 

Depreciation and amortization. 12,925,657 

Increase in deferred U. S. and Canadian income taxes. 1,804,000 

Sales of fixed assets. 4,223,344 

Sales of common stock under stock option and purchase plans. . 1,789,734 

Other. 214,049 

$44,426,416 

Application of Funds: 

Additions to fixed assets. $17,411,500 

Cash dividends paid by company. 7,760,810 

Reduction of long term debt. 1,537,961 

Purchase of treasury shares. 338,618 

Increase in working capital. 17,377,527 

$44,426,416 


1964 

(Restated) 


$17,374,452 

12,148.804 

2,815,000 

1,243,251 

1,246,273 

722,092 

$35,549,872 


$15,967,128 

6.602.049 

1.775,383 

1.280,359 

9,924,953 

$35,549,872 











































NOTES TO 

CONSOLIDATED FINANCIAL STATEMENTS 


(A) BASIS OF CONSOLIDATION: 

All subsidiary companies have been included in the 
consolidated financial statements. In consolidation the 
assets, liabilities and operations of the Canadian sub¬ 
sidiary were translated into U. S. dollars at appropriate 
rates of exchange. For 1965. the net assets and net 
income of the Canadian subsidiary company amounted 
to approximately 19% and 12% of the consolidated net 
assets and net income, respectively. 

In December 1965 the company issued through a newly 
formed subsidiary 19.464 shares of treasury common 
stock for substantially all of the net assets of Dunhams 
Stores Corp. This acquisition has been given effect to as a 
pooling of interests in the 1965 consolidated financial 
statements and the 1964 consolidated financial statements 
have been restated accordingly, including the reduction 
of cash for 11.208 shares not then held in treasury. The 
cost ($1,106,331) of the treasury shares used in the 
Dunhams acquisition less the par value of such shares was 
charged to income retained for use in the business. Holly 
Stores. Inc., acquired under an agreement dated in 1964. 
was reflected as a pooling of interests at that time. 

(B) LONG TERM DEBT: 

At December 31. 1965. under note purchase agreements 
the company owed $11.625.000"at 3 %% and $15,000,000 
at 4%% and a domestic subsidiary owed $500,000 at 
5%. Payments required under the agreements will aggre¬ 
gate $1,375,000 in each of the years 1966 and 1967. 
$1,625,000 in 1968 through 1974. $2,000,000 in 1975. 
$1,250,000 in 1976 through 1982 and the then unpaid 
balance in December. 1983. The agreements restrict the 
payment of dividends (other than stock dividends) and 
the purchase, redemption or retirement of shares of the 
company's common stock. At December 31. 1965 income 
retained for use in the business was approximately 
$28,600,000 in excess of the amount so restricted. 

(C) DEFERRED U. S. AND CANADIAN INCOME 
TAXES: 

Deferred U. S. and Canadian income taxes result from 
the difference between book and tax depreciation. 

(D) STOCK OPTION AND PURCHASE INCENTIVE 
PLANS: 

Under the 1962 stock option plan, options covering 
38.065 shares granted in 1962 at $30.88 a share (95% 


of the fair market value at date of grant) were outstanding 
and 25.316 shares were exercisable at December 31. 
1965. In 1965. 24.443 shares were exercised at dates 
when the fair market value of such shares aggregated 
$1,480,746. 

Under the amendment to the 1962 stock option plan, 
options covering 10.085 shares granted in 1964 at 
$29.57 a share (100% of the fair market value at date of 
grant) were outstanding and 2.365 shares were exercis¬ 
able at December 31. 1965. In 1965. 2,115 shares were 
exercised at dates when the fair market value of such 
shares aggregated $139,376. Under the option plan as 
amended. 500 shares were available for the grant of 
options at 100% of the fair market value. 

Under the 1962 stock purchase incentive plan. 25.024 
shares were sold to eligible officers and employees by 
payroll deductions at $35.23 and $47.39 a share, which 
prices were 85% of fair market value on applicable option 
dates as defined in the plan. At December 31, 1965. 
29.580 shares were available for purchase. 

(E) COMMITMENTS: 

Purchase commitments and construction obligations in 
connection with the companies' expansion program 
amounted to approximately $2,100,000 at December 
31. 1965. 

Rentals under 1,148 leases, exclusive of taxes of approxi¬ 
mately $2,990,000 and other expenses of approximately 
$4,640,000 on all real property leased to the company and 
its subsidiaries, aggregated $33,974,502 during the year 
ended December 31. 1965. 

These leases expire during the ten year periods ending 
December 31. as follows: 

1975 $ 9.259.648 

1985 20.613.776 

1995 2.929.985 

2005 to 2052 1,171,093 

$33,974,502 


(It is not practicable to compile the minimum annual 
rentals) 

(F) COMMON STOCK AND STOCK SPLIT: 

The Board of Directors has adopted a two for one stock 
split, subject to approval by the stockholders at the annual 
meeting in May. 1966, of a change in the authorized 
common stock to 20.000.000 shares of $5 par. 















10 YEAR FINANCIAL REVIEW 


1965 

Sales. $851,443 

Kresge. K mart and Jupiter Stores. 895 

Net Operating Income. $ 22,154* 

Per Share**. 4.00 

Per Sales Dollar. .0260 

Kresge Cash Dividends. $ 7,761 

Per Share. 1.40 

Per Sales Dollar. .0091 

Inventories of Merchandise. $136,187 

% to Sales. 15.99% 

Net Working Capital. $110,739 

% to Sales. 13.01% 

Net Worth. $229,597 

Per Share**. 41.44 

Long Term Debt. $ 27,869 

Plant and Equipment Additions less Retirements. $ 13,188 


1964 

$688,776 

885 

$ 17,374 
3.16 
.0252 

$ 6.602 
1.20 
.0096 

$108,266 

15.72% 

$ 93,362 
13.55% 

$212,419 

38.62 

$ 29.407 

$ 14,724 


Dollar amounts shown in thousands 
•Excluding non-recurring capital gain of $1,315,418 ($ .24 per share) 
"Calculation based on the average number of shares outstanding 

NOTE: The above information gives effect to the acquisitions of the 
net assets of Holly Stores, Inc. for the years 1960 through 1965 
and Dunhams Stores Corp. for 1964 and 1965. 


1963 I 

$543,671 

854 

$ 11,089 
2.02 
.0204 

$ 6.607 

1.20 
.0122 

$ 90.796 
16.70% 

$ 83,969 
15.44% 1 


$202,544 

36.83 






























S. S. KRESGE COMPANY AND SUBSIDIARIES 


1962 

1961 

1960 

1959 

1958 

1957 

1956 

$483,013 

$450,605 

$434,945 

$404,905 

$384,379 

$377,169 

$366,355 

821 

777 

759 

725 

706 

692 

676 

$ 9.053 

1.64 

.0187 

$ 9.197 

1.67 

.0204 

$ 11.403 

2.07 

.0262 

$ 12.686 

2.30 

.0313 

$ 13.795 

2.50 

.0359 

$ 13.334 

2.42 

.0354 

$ 13.500 

2.45 

.0368 

$ 8.273 

1.50 

.0171 

$ 8.829 

1.60 

.0196 

$ 8.829 

1.60 

.0203 

$ 8.829 

1.60 

.0218 

$ 8.829 

1.60 

.0230 

$ 8.829 

1.60 

.0234 

$ 8.829 

1.60 

.0241 

$ 81.172 

16.81% 

$ 72,501 

16.09% 

$ 67.786 

15.58% 

$ 64.802 

16.00% 

$ 60.055 

15.62% 

$ 54.050 

14.33% 

$ 53.825 

14.69% 

$ 63.595 

13.17% 

$ 62,891 

13.96% 

$ 62,371 

14.34% 

$ 71.379 

17.63% 

$ 66.447 

17.29% 

$ 63.888 

16.94% 

$ 67.509 

18.43% 

$197,996 

35.92 

$198,270 

35.93 

$196,843 

35.67 

$203,466 

36.87 

$199,609 

36.17 

$194,643 

35.28 

$190,138 

34.45 

$ 16.983 

$ 18.332 

$ 19.752 

$ 19.629 

$ 20.726 

$ 21.820 

$ 22.969 

$ 11.739 

$ 10.083 

$ 11.783 

$ 9.717 

$ 9,738 

$ 15.468 

$ 17.215 
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CANADIAN PROFILE s.s.kresge company, limited 


T he S. S. Kresge Company, Limited 
will make history in 1966. launching 
the most ambitious expansion pro¬ 
gram since the company's inception 
in 1929. Six K mart discount department stores, 
an aggregate of over 440,000 square feet of 
selling space, will be opened in the provinces 
of Ontario, Manitoba and New Brunswick. 
These stores are in addition to the 11 K marts 
the company was operating in Ontario, Nova 
Scotia, Alberta and New Brunswick at the close 
of 1965. 

The multi-million dollar 1966 K mart pro¬ 
ject establishes the S. S. Kresge Company, 
Limited in the forefront of Canadian retailing 
at a time when the gross national product of 
Canada has exceeded $50 billion. Canadian 


economists predict continued business 
expansion and strong consumer buying will 
produce further rapid gains in the GNP. 

The S. S. Kresge Company, Limited began 
its contributions to Canada's economy during 
its first year of operation when 19 stores were 
opened in three provinces—Ontario. Quebec 
and Manitoba. Thirteen more stores opened the 
following year, six in three new provinces— 
Saskatchewan. Alberta and British Columbia. In 
1962 and 1965 Nova Scotia and New Bruns¬ 
wick were added to the company's operating 
territory. At the close of 1965, the 108 Kresge. 
K mart and Jupiter stores of the Canadian 
company spanned the country's four million 
square miles. 

The success of the Canadian operation has 
















been due largely to its incorporation of the 
changing retail patterns of the past 20 years. 
From the original "5 and 10" stores of the 
1930's, the price limit gradually advanced 
through the years. Today, the company's Kresge 
units are variety-department stores carrying 
much of the higher-priced merchandise of a 
junior department store. 

In the early 1940's, when shopping centers 
in the environs of major cities opened new 
traffic zones, the S. S. Kresge Company, Limited 
expanded its horizons to serve suburban 
shoppers. The self-service check-out system 
was introduced in many of its stores in the 
middle 1950's. At the close of 1965, 54 of the 
93 Kresge units were check-out operations. 

Discounting became important in Canadian 
retailing somewhat later than in the United 
States, but intensive study of the U. S. com¬ 
pany's first K mart discount department stores 
in 1962 convinced Canadian management that 


the time was ripe for the introduction of this 
type of operation in Canada. The first Canadian 
K mart was opened in London. Ontario, on 
March 14. 1963. 

Urban shopping areas in Canadian cities 
have generally not experienced the same degree 
of deterioration as they have in many cities in the 
United States. Consequently, the Canadian 
company has had only a few smaller, older 
Kresge stores to which it has applied the Jupiter 
discount store concept. Three stores were con¬ 
verted to Jupiters in 1962 and a fourth in 1964. 
A fifth was converted at the beginning of this 
year. 

The procurement of merchandise for 
Canada's three divisions—Kresge, K mart and 
Jupiter—is handled by 12 buyers in Toronto 
headquarters. The only exceptions are the shoe, 
drug and auto accessory departments operated 
by licensees in Canadian K mart stores. 

Only about 10 percent of the merchandise 


◄ 


◄ ◄ 


Ships from around the mrld anchor in Canada's Halifax Harbour, 
spanned by the Angus MacDonald Bridge. This international 
setting is the site of one of the Canadian company's 
booming K marts. Located in Dartmouth. Nova Scotia, the store 
also serves the residents of Halifax. Nova Scotia's 
capita! city across the harbour. 
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PROFILE Continued 

sold in Canadian stores is purchased from 
sources outside of Canada, including the United 
States, Japan, Hong Kong and Europe. 

The food departments in the Canadian 
company's Kresge and K mart stores have 
earned reputations for unusual excellence. Dieti¬ 
tians are largely responsible for keeping fountain 
management, food quality and service at h ighest 
levels. Kresge and K mart fountains are among 
the most popular eating places in Canadian 
business areas. 

The management of the S. S. Kresge 
Company, Limited is held firmly in the hands of 
a highly competent corps of Canadian citizens. 
After its first year and a half of operation, the 
Canadian company moved aggressively to build 
a national manpower team. Since early 1930, 
with rare exceptions, all new management per¬ 
sonnel have been Canadian. 

Of the U. S. citizens who went to Canada 
in 1929 as the nucleus of the new company, 
most became Canadian citizens. Some moved 
up to top ranking positions with the firm. 
Prominent among these is Harvey C. Stark¬ 
weather. managing director and executive vice 
president of the S. S. Kresge Company, Limited, 
who transferred to Canada as a store manager 
in 1929. 

In the beginning, the Board of Directors of 
the Canadian corporation was the same as that 
of the U. S. company. Currently, three Canadian 
Board members are citizens of Canada and 
executives of the Canadian company. Mr. 
Starkweather also serves on the U. S. Board. 

Liaison between the Toronto headquarters 
and store operations is handled by eight district 
managers. They make regular visits to stores in 
their territories, checking operations and aiding 
in the training of new personnel. They corre¬ 
spond regularly with headquarters and report in 
person periodically. With store managers, food 


supervisors and a K mart office supervisor, the 
district managers have line responsibility for 
store operations and the opening of new stores. 

Manpower for the Canadian company's 
management training program is usually re¬ 
cruited by store managers and district managers. 
A trainee is assigned to a training store where 
the manager and district manager are mainly 
responsible for his instruction. In-store training 
under the supervision of the Toronto office 
personnel department constitutes the major 
portion of a trainee's preparation for store man¬ 
agement. Assistant managers are trained to serve 
interchangeably in Kresge, K mart and Jupiter 
stores. 

Nearly 20 percent of the Canadian 
company's stores are located in regions where 
French is the predominant language. It is the 
company's policy to have these units managed 
and manned by French-speaking personnel who 
are usually bi-lingual. Several employees 
recruited in French-speaking areas are now 
serving the company as district managers and 
buyers. 

In the stores, women employees serve as 
sales personnel, department heads, buyers, 
fountain managers, personnel and office super¬ 
visors. With store managers and assistants, they 
are responsible for the creation of the friendly 
atmosphere which has become typical of the 
S. S. Kresge Company, Limited. The closing of 
every sale with "Thank you for shopping at 
Kresge (K mart or Jupiter)" is indicative of this 
attitude. 

From Windsor, Ontario, on the border of 
the United States, to Dawson Creek. British 
Columbia, near the Yukon Territory; from 
Sydney, Nova Scotia, on the Atlantic seaboard, 
to Victoria, British Columbia, on the Pacific 
coast—the S. S. Kresge Company, Limited has 
grown soundly and steadily with the Dominion 
of Canada. 
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NEW DIRECTOR 


JOHN B. HOLLISTER 

John B. Hollister, Kresge vice president, 
real estate, was elected to the Board 
of Directors at the company's 53rd Annual 
Meeting. May 18, 1965. Mr. Hollister 
became affiliated with the company in 
1945 after extensive experience in 
real estate and financing with insurance 
companies and other large 
national retailers. 


EXECUTIVE CHANGES 


ROBERT E DEWAR 
Robert E. Dewar, 
former assistant vice 
president, finance, 
was elected financial 
vice president by 
the Board of 
Directors. Mr. Dewar, 
who became 
associated with the 
Kresge legal 
department in 1949, 
was assistant to 
President Harry B. 
Cunningham before 
he was made 
assistant vice 
president in 1963. 



RALPH E. PHELPS 

Ralph E. Phelps, 
former assistant 
secretary and legal 
department associate, 
was elected secretary 
and legal head 
of the company by the 
Board of Directors. 
Mr. Phelps joined the 
Kresge legal 
department in 1933. 


ARNOLD H. BACHNER 

Arnold H. Bachner is 
president and chairman 
of Holly Stores, Inc., 
the ready-to-wear 
subsidiary acquired by 
the Kresge Company 
in early 1965. Prior to 
the acquisition. Mr. 
Bachner was president 
of the Holly firm and 
a veteran of more than 
25 years in the 
ready-to-wear industry. 



ROBERT L. SCHMALZRIED 

Robert L. Schmalzried 
is president of the 
Kresge Company's 
subsidiary, K mart 
Sporting Goods. Inc., 
acquired in late 1965. 

From 1953 until the 
acquisition, Mr. 

Schmalzried was a 
major shareholder and 
president of Dunhams 
Stores Corp., which 
merchandised a 
number of sporting 
goods departments in 
K mart stores. 
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